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OFFICE OF THE ATTORNEY GENERAL OF TEXAS

AUSTIN
GERALD C. MANN
ATTORNEY GENERAL
Hon. ¥Wam. J. Lawson
Becretary of btate
Austin, Texas
Attention:

Dear Sir:

ation was formed under the
-etinr £ct with 1its prinoig

> in Fort ®orth, Texas. t stated
ave an authorlzed capital stock
“inoce it wae under the Cooper-
, 1t 414 not have to show this
er any of 1tes capital etock was sub-
soridbed OF taid. ¥e have now been furnished with
an asendment inereaeinzg the suthorized ecanlitsal
stook to £5,000,000.00 for which the correct €2.50
filing fee has been paid thie Department.

"The amendment appear:s it be in the proper
foram, but its stock is divided into two oclaeses
~« 100,000 ehares of comzon tstock and 25,000 ehares
of preferred stock. oSoth common and preferred are
voting etock and Yoth classes of slooik recelve
dividends not to exceed £% per annum, the only
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difference between the common and preferred stook
is that the preferred may be redeemed or retired
upon €0 dsys notice and that 1t ehall be preferred
as to 'assets and the dlvidends cumulative',

*The plan of operation is to eell the common
stook to producers, but the preferred stock may
be s0ld to non-producers. So far as we know, this
is the fliret time the cueetion has arisen as to
preferred stock having the right to vote and bsing
sold to non-producers.

SAccording to Article 6742 of the Revised Civil
Statutes, rembere of the corporation or common stock-
holders muet be producers, sArticle 5750, however,
provides 'any aessoociation organized with stock under
this law may lseue preferred stock with or without
the right to vote',

*The ocuestion in thie connection e whether,
when the preferred stock has the right to vote, 1te
owners are therefore memdberse of the corporation and
must be producers, or whether being vreferred stock~
holders they need not be producers.

*Zince the projeat is the largest one to be sub~
mitted to this Cerartaent under the Cooperative
Marketing Act, we recuest an oplnion from your Depart-
ment on thieé point before the charter amendment is
spproved, The cherter amendment is attached hereto
for your consideration.*

Article 5743, Vernon's Annotated Civil Statutes reads
a8 follows:

*{a) Under the terme and conditions vrescribed
in its by-laws, an association may admit as members,
or issue comnon stocek, only to persones engaged in
the production of the agricultural products to be
handled by or through the association, including
the leasees and tenante of land used for the pro-
duction of such preducte and any leesors and land
owneres who receive as rent part of the c¢rop ralsed
on the leased premiees, (b} If a member of a non- f
stook assoclation be other than a natural pereon, |
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such member may be presented by any individual,
associate offiocer or menber thereof, duly author-
izred in writing. (o) Any assoclation as defined
in Article 5728 (o) may becone a member cr stock-
holder of any other association or aesociations
orgenized hereunder."

Artiole 5744, Vernon'se Annotated Civil Statutes,
provides in part as rollole

®, . . If organized with capital stock, the
amount of such capital etock and the number of
shares into whicn 1t 1s divided and the var wvalue
thereof. The capital stock may be divided into
preferred andé comaon stcok. If £0 divided the
Articles of Incorpcoration must ocontain a atate-
aent of the number of shares of stocx to which
preference is granted and the nuzmber of shares
of stocx to which no vreference is granted and
nature and extent of the preference and privi-
leges grantasd 1o each, . ,*

Artiole 5750, Vernon's Annotated Civil Statutes
provides in part:

*, . . Any association organized with stock,
under thie law, may 1ssue prererred stock, with
or without the right to vote...®

Article 5728, Vernon's Annotsted Civil Statutes
among other things provides:

*{1) That no mernber of the association is
alloved more than one vote because of the amount
of stgok or membership capital he may own therein

- L] .

It is arparent that under Article 5743, surra, oom-
mon stock can be ilemsued only to persons encaged in the pro-
duction of agricultural products to be handled by or through
the association, eto. Coneidering Articles5744 and 5750, surra,
together, it 12 evident that companies or associstions organ-
12ed under the *Cooperative .arketing Aot* may issue preferred
Btook, with cr without the right to vote. It will be noted




843

i Hon. Wm. J. Lawson, Page 4 /

that the *Cooperative Marketing Act® does not require the
ownere of preferred stoci in assoclations or companias
organized under the act to be producers or engage in the
production of agricultural products to> be handled by or
through the association or comzpany. <~ut, as above stated
euch associatliona or companies may lssue "preferred stooXx,
with or without the right to vote. The charter amend-
went ¢f the Farmere and “Yonsumers Company reads in part
as follows:

AR '+ ST

*Sald shares are to be divided into two
(2) classes, to-wit: Common and Freferred,
of which 100 000 thares shall be common and
25,000 sheres ehall be preferred. Eech holder
of common stock and each holder of preferred
stock shall be allowed cone vote regarilsse of
the amount of stock owned by such share
holder. ., ,°

In view of the foregoine gtatute, the Farmers
and Coneumers Company may issue preferred stock with or
without the right to vote, but 1t 18 arvarent from the
above cuoted portion of the charter amendment that the
holders of the preferred stock are alloved to vote. tThere-
fore, the acove etated question 1s respeotfully answered
in the negative.

Trueting that the foregoling fully answers your
inquiry, we are

Yours very truly,

APR 18, 1941
M'rmausr GENERAL OF TEXAS
A:Zvaéktﬂftog;£22—v~*ﬂf
AL

FIRST ASS
ATTORNEY

GEN P Ardell Williams
Ageistant
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